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Real Estate Finance

Benefits Abound from Developer,
Lender, Community Partnerships
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The startling shifes in the L5, economy
awer the past several years are bringing
deasmatic and fundamental changes in
the way urban real estate will be de-
weloped and financed in the futune.

Once, developers could count on an
endiess supply of easy mongages from
a wide varlety of sources for just abowl
amy type of project they had in mend
Txilary. morigage linancing has withered

rastically, thanks 1o the ERETEY CTisis,
woaring inflation and prohibichve intenes
rate, and real estate developers are now
hard-pressed o find money from any
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Dismayed by skyrocketing corstruc-
tion cost and prodded by the govern-
ment o resirict oredin lenders roday
hawe become leas and less Inscrested in
paitling their money into traditional real
estate relationships. A 13%% reburn on
debt & pust mot abiractive w inlflakonaiy
limes, Meither & locking ufy meney for
10 o &0 years on speculative deals when
there i ltle confidermce thay marker
imenest rafet will remain stable

Thus, banks and thrife instituticns have
begun fo rethink their rele in the de-
wvelopment scheme. More and mare are
caming 1o the conclusion that the only
wiay in which they can viably participate
under tedey's changed sconomic condi-
tioms is 1o beogme a full-Nedged panmnes
in the development prooess,

In indhpasing membsers, fingncial ine
ditutions have begun jolnr-vermuging ur-
an development projects of all kinds
They are seeking oul those wuccemful
developers who hawve the capabilities bo
guaranies completion, perlarmance snd

«ice. And they are benefiting from the

Guilies in & project, nofd just the retunn
an It debi

Thesse imstiitions are I-n.d.ng diskimet
advantages in such a relsionship. Foe
ane thing, the fimancial benefis are
substantial; in addition o interest, the
bepdder splits the profin 5050 with the

devielaped. For dnathéer, sirde lefders aie
forming these veniures with only the
more  substantial  builder/developen,
they are helping 1o ensure that 1hesr
imvestment sands the best chance of
paying off,

Morecover, lender money in wch a
relstionship i tied up lor a relatively
shon period — wswally, no more than
three years. And since the dewelogser
mare afpen than mel is reguined 1o foont-
end the initial cosis, the bender & not
really putting up anything at first except
a commitment o provide money.

heearme, in #flect, a suhakdiery of a big
developmental firm. The Lirge builden,
i furn, will Lpdn ol joand venianes with
small, regional development concerna.
Thiss a whole sedes of inter-related
parinerships will emanave from the nes
develogrerlender Sreangermnen

This trend in America has just begun,
although Ewropeans have done business
thiz waay lor yewis, 1 owill b thie cladgic
Busimness. shake-owl; the stromg will swr-
vive and the weak will disappear or align
themsehes with thowe better pquipped
I Canry o,

The impact of such a partreership on
the huilding oormmunity will beooeme
even mote spparent 3 (he decsde
progresses. Small builders, Increasingly
shut owt of the developer/ender part-
rerihip, will heve 1o rely on the crediy
ared track record of a large bullder and

Taday s develaper and lender must be
prepared o make room for still another
additisn vo their partnership, Recently,
we've ween the emergence of the com-
munity & an active participant in wban
develapments]l effoms. Government |s
not merely supplying  incentives  for



